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Les Explorations Muscocho Limitee 


(Libre de responsabilité personnelle) 


Muscocho Explorations Limited 


(No Personal Liability) 


DIRECTORS REPORT 
(For the Financial Year Ended December 31, 1978) 


Toronto, Ontario 
May 31, 1979 


To The Shareholders of 

Les Explorations Muscocho Limitée 
(Libre de responsabilité personnelle) — 
Muscocho Explorations Limited 

(No Personal Liability) 


Your Directors are pleased to submit herewith the Annual Report of the Company together with 
Financial Statements and the Auditor s Report thereon, for the year ended December 31, 1978. 


Although field work carried out on our properties during 1978 was limited, progress was made in 
several respects and 1979 promises to be avery significant year for the Company. 


A highlight of 1978 was the agreement with SOQUEM which enabled work to resume on the 
Montauban gold property, at a time when the price of gold had begun its climb towards the record 
levels reached in 1979. As mentioned elsewhere in this report, results of work by SOQUEM have 
more than confirmed the reserves indicated by the Company in 1975, and important developments 
may be expected in the near future. 


The Company's treasury was strengthened in December of 1978 through a private placement of 
500,000 shares with Bradley Resources Corp. of New York for a net amount of $200,000. 


Progress to date in 1979 has included further work on the Montauban project and the agreement 
by Conwest Exploration Company, already a major shareholder of Muscocho, to participate directly 
in the Lessard joint venture with Selco Mining Corporation. The latter agreement means that drilling 
can now resume on this very promising copper-zinc-silver-gold deposit, with Muscocho able to main- 
tain its interest on the same terms as before. At the time of writing, a drill contract has been let and it 
is expected that two drills will be at work on the Lessard property in the latter part of June, 1979. 


The price of copper has shown considerable improvement over that prevailing in 1978. 
Temparary setbacks may, of course, be expected in the normal course of events, but most experts 
predict both good demand and strong price trends over the next few years. This outlook is most 
encouraging for your Company because it holds promising copper properties in several areas of 
Quebec, and every effort will be made to accelerate the development of these properties. 


Respectfully submitted on behalf of the Board. 


J.T. Flanagan 
President 


MONTAUBAN AREA 


An agreement was made in June, 1978, with the Quebec government-owned exploration com- 
pany, SOQUEM, under which SOQUEM can earn a50% interest in the two adjoining properties held 
by the Company in the Montauban area, 50 miles west of Quebec City. 


Twenty-one holes drilled by the Company in 1975 had confirmed the presence of a gold-bearing 
zone 1600 feet long, Known as the North Gold Zone. Under terms of the agreement, SOQUEM drilled 
27 additional holes on this zone in 1978 and a further 10 holes in March, 1979, for a total of 2,030 
metres in 37 holes. The SOQUEM drilling extended the known length of the gold zone to 2400 feet 
and provided more detailed information on the distribution of the gold values and the ge . etry of 
the deposit. 


On the basis of the 58 holes drilled by Muscocho and SOQUEM, reserves have been calculated 
by SOQUEM as 500,417 metric tonnes averaging 8.33 grammes of gold per tonne (7.03 gmt with all 
high assays cut to 34.28 gm/t), 21.7 grammes of silver per ton, 0.62% copper, 0.29% lead and 0.49% 
zinc. This is equivalent to 551,615 short tons averaging 0.243 ounces of gold per ton (0.205 o2/T with 
all high assays cut to 1 02/T.) and 0.63 o2/T. silver. 


During 1978 the Quebec Department of Natural Resources suggested building a mill to treat ore 
from the Montauban property, and a feasibility study on this proposal was prepared by a firm of con- 
sultants in Montreal and submitted to the Department in September 1978. It is proposed that the mill 
have a capacity of 300 tons per day and that it be built by the Department of Natural Resources and 
leased to the operators of the property (i.e., Muscocho and SOQUEM in joint venture) for the life of 
the operation. 


Known reserves in the North Gold Zone are sufficient for over five years operation at the 
proposed rate. There is also a South Gold Zone on which no work,has been done by the present 
holders of the property but on which drilling by previous owners is reported to have indicated 98,070 
short tons averaging 0.189 o02/T. gold and 1.99 o2/T. silver. It should also be noted that the property is 
a former base metal producer and that presently-known reserves remaining within the base metal 
zones amount to 761,934 short tons averaging 3.46% zinc, 1.07% lead, 1.13 o2/T. silver and 0.016 o2/T. 
gold. 


Metallurgical test work has been carried out in 1979 at two laboratories, as part of the work pro- 
gramme under the agreement with SOQUEM. Preliminary results indicate that good recoveries can 
be obtained with either the cyanidation or flotation processes, and the decision as to which to use 
will be based on economic and environmental considerations. 


It is expected that SOQUEM will have fulfilled its work requirements under the agreement by 
approximately the end of May, 1979 and that SOQUEM will then exercise its right to acquire a50% 
interest in the property by paying to Muscocho the balance of the $80,000. option price. Further 
development of the property will then be on a joint-venture basis, with decisions and expenditures 
shared equally by Muscocho and SOQUEM. 


FROTET LAKE AREA 


The only work carried out in the Frotet Lake area in 1978 was on the Troilus Lake gold property. 
Some geophysical surveying was done over a zone which earlier drilling and trenching had traced for 
a length of 460 feet and to a depth of 400 feet, with an average uncut grade of 0.75 ounces of gold per 
ton across 2 feet. Results of the survey suggest extensions of the zone and possible parallel 
structures, and will be followed up by further work in 1979. 


The Coulombe Lake property, which includes the Anne Lake lithium deposits, was maintained 
in good standing, as were several claim groups covering mineralized showings in which the 
Company has aminority interest. 


No work was done on the Lessard property at Strip Lake during 1978, but in February, 1979, a 
memorandum of agreement relating to the project was signed by the Company, Selco Mining 
Corporation Limited and Conwest Exploration Company Limited. Under this agreement, Conwest 


has agreed to carry out aminimum of 10,000 feet of drilling, and has the right to acquire up to 50% of 
Selco’s 80% interest in the venture by spending a total. of $656,000. on the property. Muscocho 
retains the right to maintain its present 20% interest by contributing proportionately to the cost of 
future work programmes. 


Previous work by Selco and Muscocho included the drilling of 55 holes on the main copper-zinc 
deposit, where reserves were estimated by Selco at 1,272,900 tons with an average grade of 1.96% 
copper, 3.35% zinc, 1.25 oz/T. silver and 0.021 oz/T. gold. The drilling programme, which is to begin 
in June 1979 with two drills, will be designed to increase the indicated reserves by means of 
additional holes on strike of the known mineralization at intermediate depths and to investigate the 
downward extension of the deposit. It is worth noting that the deepest hole to cut the zone to date, 
number L-55, intersected 27.4 feet of 3.79% copper, 3.08% zinc, 3.28 ounces of silver per ton and 0.04 
ounces of gold per ton at a vertical depth of 1600 feet, which is 500 feet below any other intersection 
and could represent either a new zone or a higher-grade extension of the presently-known deposit. 


HEBECOURT AREA 


The copper mine on the Hebecourt Township property, in which the Company has a 15 5/9% 
interest, remained closed during 1978. The known orebody is leased to Noranda Mines Limited, and 
with higher copper prices prevailing in 1979 Noranda is presently considering bringing the property 
back into production. This could be done fairly quickly, since the deposit is already developed by 
means of an open pit and on two levels underground through a Spiral ramp. 


Under terms of the lease agreement, the Company has been paid in advance by Noranda for its 
share of the revenue from 48 million pounds of copper although less than 6 million pounds had 
actually be produced from the property when mining was suspended in 1977. Substantial revenues 
from this project will therefore not be received again by the Company until the total production 
exceeds 48 million pounds of copper, although a resumption of production would result in some 
small payments covering the Company's share of revenue from gold and silver contained in the 
concentrates and its 1/18 interest in the prospectors’ royalty of 2-1/2% of net smelter returns. 


CHIBOUGAMAU AREA 


Eight additional claims were acquired by staking during the year to enlarge the Nepton Bay 
South Group, where previous drilling had indicated a copper-bearing structure at least 3900 feet.long 
and still open at both ends and to depth, with gold values in places. The geology of this zone is 
similar to that of the nearby producing copper mines and good values were cut by some of the holes, 
the best intersections being 20.0 feet of 6.28% copper and 3.5 feet averaging one ounce of gold per 
ton. Further drilling has been recommended to further test the zone along strike and at depth, as well 
as in the vicinity of the best intersections to determine the extend of the better-grade material. 


No work was done during the year on the Bruneau property. Discussions were held with a 
mining company on the possibility of mining a gold-copper zone which is accessible from the mine 
workings, but it was concluded that further drilling is required to establish the extent and continuity 
of this zone before production can be considered. The main attraction of the Bruneau property lies in 
the possibility of a major copper deposit of volcanic origin. This possibility is based on geological 
evidence that the property covers an ancient centre of rhyolite volcanic activity and on the occur 
rence of copper mineralization in volcanic rocks over widths of hundreds of feet in holes drilled 
below the present adit level. 


Both the Nepton Bay and Bruneau properties are located in an established mining camp, with 
mill capacity and other facilities readily available. Because of the favourable medium-term outlook 
for copper and gold, discussions are proceeding with a view to securing outside financing sufficient 
to provide for a thorough drill test of these properties. 


ALBANEL LAKE AREA 


Two holes were drilled in 1978 on a property held jointly with another company on the Albanel 
Lake Iron Range. They intersected some of the best-quality magnetic iron formation found to date in 
the area and the Company has now acquired 100%. ownership of this property. This, together with 
property already held by the Company, covers the folded iron formation for a length of over five 
miles, with potential reserves sufficient to produce 150 to 200 million tons of high-grade magnetic 
iron concentrates. The James Bay Development Corporation also holds properties in the area and is 
currently inviting outside participation in a proposed major iron ore project. Development of the 
Company's holdings will depend upon financial and marketing arrangements which may be made in 
connection with such a project and the properties will be maintained in good standing pending 
further developments. 


Campbell 
Sharp 


CHARTERED ACCOUNTANTS 


AUDITORS' REPORT 


To the Shareholders of et aps 
Les Explorations Muscocho Limitee 
(Libre de Responsabilité Personelle) 
Muscocho Explorations Limited 

(No Personal Liability) 

We have examined the balance sheet of Les Explorations Muscocho Limitée 
(Libre de Responsabilite Personelle) Muscocho Explorations Limited (No Personal Liabil- 
ity) as at December 31, 1978 and the statements of earnings and deficit, deferred 
exploration and administrative expenditures, and changes in financial position for the 
year then ended and have obtained all the information and explanations we have 
required. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 

In our opinion, according to the best of our information, the explanations 
given to us and as shown by the books of the company, these financial statements are 
properly drawn up so as to exhibit a true and correct view of the state of affairs of the 
company as at December 31, 1978 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally accepted 


accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada 


March 23, 1979 Chartered Accountants 


LES EXPLORATIONS MUSCOCHO LIMITEE 


(Libre de Responsabilité Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 
(Incorporated under the Quebec Mining Companies Act) 
BALANCE SHEET 
DECEMBER 31, 1978 


1978 
ASSETS 
CURRENT 
Cash $ 1,085 
Deposit receipts 185,000 
Accounts receivable 872 
Prepaid expenses 100 
187,057 
MINING PROPERTIES AND RELATED 
EXPENDITURES 
Unpatented mining claims (Notes 2 and 3) 139,062 
Deferred exploration and administrative 
expenditures 849 , 358 
988 , 420 
INVESTMENTS AND ADVANCE (Note 4) 314,355 
AUTOMOTIVE EQUIPMENT, at cost 1 
$1,489 , 833s. 
LIABILITIES 
CURRENT 


Accounts payable and accrued liabilities $ 47,141 
Deferred royalty income - 


Advances from shareholder 7,310 


___ 54,451 
LONG-TERM DEBT (Note 5) 


DEFERRED INCOME TAXES 


__112, 000 
93,500 


SHAREHOLDERS' EQUITY 
CAPITAL STOCK 


Authorized 
6,000,000 Shares with a par value 
of $1 each 
Issued 
5,415,816 Shares (Note 6) 1,350,599 
DEFICIT 120,717 


1, 229 , 882 


$1, 489 , 833 
On behalf of the Board 


p Dp Lengo Director 


2 Ge ‘adLar~ Director 


1977 


$ 959 
35,000 

815 

316 


37,090 


145,100 


896 , 756 
1,041,856 


312,475 


1,098 


$1,392,519 


$ 40,962 
20, 263 


61,225 
__112, 000 


__131,, 000 


1,150,599 


___ 62,305 


1,088,294 


$1,392,519 


Campbell Sharp 


LES EXPLORATIONS MUSCOCHO LIMITEE 


(Libre de Responsabilité Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


STATEMENT OF EARNINGS AND DEFICIT 


FOR THE YEAR ENDED DECEMBER 31, 1978 


1978 1977 

INCOME 

Royalty $ 37,607 $120,425 

Interest 1,746 5 231 

39,353 © _ 125, 656) 

EXPENSES 

Deferred administrative expenses amortized 43,961 33,379 

Deferred exploration expenses amortized = 23,716 

Unpatented mining claims amortized = 9,502 

Cost of unpatented mining claims abandoned 12,159 6,780 

Exploration expenditures written off 72,078 32,442 

Interest on long-term debt 6,720 6,720 

Loss on disposal of fixed assets 347 - 

Loss on sale of investments = 694 

135 , 265 113, 233 

EARNINGS (LOSS) BEFORE INCOME TAXES (95,912) 12,423 
DEFERRED INCOME TAXES (37,500). 8,796 
NET EARNINGS (LOSS) ( (58,412) yee 3,627 ) 
DEFICIT, beginning of year 62,305 . 65,932 
DEFICIT, end of year $120,717 $ 62,305 
EARNINGS (LOSS) PER SHARE (based 

on 4,957,482 shares in 1978 and 

4,915,816 shares in 1977) $(.012) $ Nil 
FULLY DILUTED EARNINGS (LOSS) PER 

SHARE (based on 5,515,816 shares in 

1978 and 6,110,816 shares in 1977) $(.012) $ Nil 


Campbell Shart 


LES EXPLORATION MUSCOCHO LIMITEE 


(Libre de Responsabilité Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 


(No Personal Liability) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1978 


WORKING CAPITAL INCREASED BY 
Operations 

Net earnings (loss) 

Deferred income taxes 

Cost of unpatented mining claims abandoned 

Exploration and administrative 
expenditures written off 

Deferred exploration and administrative 
expenses amortized 

Unpatented mining claims amortized 


Issue of capital stock 

Sale of shares of Bruneau Mining Corporation 
Loss on sale of fixed assets 

Proceeds on sale of asset 


WORKING CAPITAL DECREASED BY 
Unpatented mining claims acquired 
Exploration and administrative expenditures 
Increase in advance to 

Perch River Mines Limited 
Cost of assets purchased from 
Troilus Mines Limited 


INCREASE IN WORKING CAPITAL 
WORKING CAPITAL (DEFICIENCY), beginning of year 


WORKING CAPITAL (DEFICIENCY), end of year 


1978 


$(58, 412) 
(37,500) 
12,159 
72,078 
43,961 
32,286 
200,000 


347 
7530 


233,383 


6,121 
68,641 


1,880 


76 642 
156,741 


(24,135) 


$132, 606 


1977 


$ 3,627 
8,796 
6,780 


32,442 


57,095 


__9,502 
118,242 


54,275 
6,103 


178 ,620 
7,520 
89,290 
1,500 


Gh 275 


_152,585 
26,035 


(50,170) 


$( 24,135) 


Campbell Shar] 


LES EXPLORATIONS MUSCOCHO LIMITEE 


(Libre de Responsabilite Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


STATEMENT OF DEFERRED EXPLORATION AND 
ADMINISTRATIVE EXPENDITURES 
FOR THE YEAR ENDED DECEMBER 31, 1978 


Balance Amortization (1) Balance 
December 31, Expended Write off (2) December 31, 
1977 During year During year‘ 1978 
DEFERRED EXPLORATION 
EXPENDITURES 
Albanel Lake Area 
Kapotagen $ 17,140 $. "132 $7212 42)" ~ 
Temiscamie West 100,003 5,871 = 105,874 
Temiscamie Joint 16,926 13,554 ~ 30 , 480 
Kallio Joint 5,555 89 5,644 (2) is 
Coom Joint 10,567 169 10,736 (2) - 
Coulombe Lake 88 , 497 Leet ce 90,208 
Strip Lake (Leassard Project) 154,577 4,005 - 158,582 
Lac Mesiere 21, tls 434 - 27 , 547 
Lae des Maures 16,915 249 - 17,164 
Troilus Lake Area COLON 6,157 = 13,914 
Nepton Bay 134,335 2,282 - 136,617 
Montauban Township 
Poulin option 76 , 586 1,344 - 77,930 
Satellite option 20,330 679 = 21,009 
Montauban claims 36 , 266 2,119 38,385 (2) - 
Hebecourt Township 1 = = 1 
Bruneau Property 26,276 S75 = 27,251 
Muscocho Lake APA Y (ek 423 = 17,994 
Roy Township Property = 163 = 163 
Brouillan Township 41 - 41 (2) - 
Coughlin Lake 335 . = 335 
Fan camp = 963 = 963 
756,791 41,319 72,078 726,032 
DEFERRED ADMINISTRATIVE 
EXPENDITURES 139,965 27,322 43,961 (1) 123,326 
TOTAL DEFERRED 
EXPLORATION AND 
ADMINISTRATIVE 
EXPENDITURES $896 , 756 $68 , 641 $116 ,039 $849 , 358 


Campbell Shar 


LES EXPLORATIONS MUSCOCHO LIMITED 


(Libre de Responsabilité Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


STATEMENT OF ADMINISTRATIVE EXPENDITURES 
FOR THE YEAR ENDED DECEMBER 31, 1978 


er 


ADMINISTRATIVE EXPENDITURES 
Legal and audit 
Transfer agents fees 
Office 
Printing and stationery 
Telephone 
Taxes and filing fees 
Travel 


1977 


$16,682 
3,794 
25,363 
1,361 
414 
1,155 


4,280 


$53, 049 


Campbell Shar 


LES EXPLORATIONS MUSCOCHO LIMITEE 


(Libre de Responsabilite Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) , 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1978 


1. ACCOUNTING POLICIES 
(a) Unpatented mining claims 


The capital cost of producing mining properties is amortized over their 
expected productive life on the straight line basis. 


(b) Deferred exploration and administrative expenditures 
The company's policy is to defer exploration expenditures on mining properties 
currently in good standing. Upon abandonment of a property the related 
expenditures are written off. On producing properties the expenditures are 
amortized on the same basis as the capital cost of the claims above. 
Deferred administrative expenditures are amortized over 5 years straight line. 


2. UNPATENTED MINING CLAIMS 


The company holds a 100% interest in the following unpatented mining claims, at 
cost of claims remaining: 


Musceocho Lake Area - 9 claims in 


Hauy Township, Quebec $ 3,419 
Coulombe Lake Area - 35 claims in Township 

1222, Quebee 2,360 
Albanel Area 

Temiscamie - 43 claims 3,390 
Troilus Lake Area - 9 claims in 

Township 1323, Quebec 480 
Nepton Bay Property - 40 claims in 


Roy Township, Quebec 1,274 
Fancamp Township - 8 claims - 


In addition, the company has interests in the following unpatented mining claims and 
options, at cost. 


Campbell Sha 


LES EXPLORATIONS MUSCOCHO LIMITEE 


(Libre de Responsabilite Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 


(No Personal Liability) 


NOTES TO THE FINANCIAL STATEMENTS (Continued) 


DECEMBER 31, 1978 


2. UNPATENTED MINING CLAIMS (Cont'd) 


Lac des Maures Area, Quebec - 12% interest in 
22 claims (Note 3(iii)) 

Three J. Syndicate - 1/3 interest. The syndicate 
holds an 8% undivided non-assessable interest in 
14 claims in the Troilus Lake Area, Quebec 

Rouyn - Noranda District - 15 5/9% interest in 
12 claims in Hebecourt Township, Quebec (Note 3(i)) 

Strip Lake (Leassard Project) 18% interest in 
91 claims in Township 1223, Quebec (Note 3(ii)) 
Option on additional interest in these claims 

Lac Mesiere Joint Venture - 10% interest in 8 claims 

Montauban Township, Quebec 
Poulin option on a special exploration 

permit (Note 3(iv)(a)) 
Satellite option on 18 claims and 1 mining 
concession (Note 3(iv)(b)) 

Coughlin Lake, Ontario - option on 33 mining claims 

Bruneau Property - Mining rights on 43 claims in 
Roy and McKenzie Township, Quebec (Note 3(v)) 

Albanel Lake Area 
Temiscamie Joint - 50% interest in 93 claims 


3. EXPLORATION AGREEMENTS 


(i) Rouyn - Noranda District 


100,219 


15,000 
6,600 


620 


$139 , 062 


On February 28, 1974 the company and others leased a portion of these mining 
properties (approximately 1/12 of the claims), in which the company has a 15 
5/9% interest in Hebecourt Township, Quebec, to Noranda Mines Limited in 
consideration of the following royalties, as amended by an agreement dated 


January 24, 1977: 


(a) A base royalty of 5¢ times a consumer price index factor per pound of 
accountable copper payable $600,000 annually in advance commencing 
February 28, 1974 for four years. The last payment is subject to an 
adjustment based on a consumer price index factor. Royalties on produc- 
tion over 48 million pounds of accountable copper, if any, will be payable 


monthly at the same indexed rates. 


Campbell Shar 


LES EXPLORATIONS MUSCOCHO LIMITEE 


(Libre de Responsabilite Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


NOTES TO THE FINANCIAL STATEMENTS (Continued) 
DECEMBER 31, 1978 


3. EXPLORATION AGREEMENTS (Cont'd) 


(b) An additional royalty payable monthly based on an assumed production of 1 
million pounds of accountable copper to a total of 48 million pounds. The 
royalty rate will be one-half of the average monthly price received, after 
.deducting 65¢ per pound times a consumer price index factor, from the 
lessee's overseas pool sales operations. Should there be production over the 
48 million pounds of accountable copper, this noyalty will be payable 
monthly on the actual production. 


(c) As to silver and gold, 50% of the proceeds of sale, subject to a metal 
deduction of 1 oz. silver and .02 oz. gold per ton of concentrate. 


(d) Te of net smelter returns from actual production (company's share is 
th). 


(ii) Lessard Joint Venture 


On April 1, 1975 the company entered into a joint venture with Selco Mining 
Corporation Limited and Antoine Lessard to explore and if warranted bring into 
production certain mining claims in Townships 1222 and 1223 in Quebec. This 
agreement expires March 31, 2005 or the second anniversary Bite) mining 
operations cease, whichever is later. 


(iii) Lae des Maures Joint Venture 


On April 1, 1974 the company entered into a joint venture for three years with 
Seleo Mining Corporation Limited and James Bay Development Corporation. 
During the initial term of this agreement, the parties agreed to expend the sum 
of $200,000 of which the company's portion is $12,000. The company has a 12% 
interest in all lands and/or mineral rights until the $200,000 has been expended. 
Additional exploration expenditures over $200,000 must be met on a pro-rata 
basis by each member of the joint venture, to maintain their interest. This 
agreement applies to the 22 claims still retained in this area. 


(iv) Township of Montauban, Quebec 
(a) Poulin Option 
On November 19, 1974 the company acquired an option on certain lots in 
Montauban Township, Quebec. Under this option agreement, payments 


totalling $150,000 are payable $30,000 each year for five years com- 
mencing thirty days after the start of commercial production. 


Campbell Sharp 
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LES EXPLORATIONS MUSCOCHO LIMITEE 


(Libre de Responsabilite Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


NOTES TO THE FINANCIAL STATEMENTS (Continued) 
DECEMBER 31, 1978 


EXPLORATION AGREEMENTS (Cont'd) 
(iv) Township of Montauban, Quebec 
(b) Satellite Option 


By an agreement with Satellite Metal Mines Limited the company shall be 
entitled to a 100% interest in the property upon payment of $150,000 
payable $30,000 each year for five years, commencing thirty days after the 
Start of commercial production. This option is subject to annual payments 
of $5,000 to be applied on account of the $150,000. 


(v) Roy and MacKenzie Townships, Quebec - Bruneau Property 
On January 22, 1975 the company paid $10,000 for the exclusive right to enter 
certain mining claims in these townships, for the purpose of exploration, 


development and/or prodcution. 


Bruneau Mining Corporation (1970) is entitled to 3% of the net smelter returns 
from any production on this property. 


INVESTMENTS 
1978 1977 
232,870 Shares of Stella Lake Mines Limited $200 , 000 $200 , 000 
145,830 Shares of Bruneau Mining Corporation 
(1970) including 95,280 shares 
held in escrow at cost 35,600 39,600 
965,000 Shares of Perch River Mines Limited 45,375 45 , 375 
280,975 280,975 
Advance to Perch River Mines Limited 33,380 31,500 
$314,355 $312,475 


The quoted market price at December 31, 1978 of Bruneau was 25¢ per share. 
LONG-TERM DEBT 
6% cumulative income debenture redeemable out of working capital due December 


31, 1989. The following claims have been pledged as security for the income 
debenture: 


Columbe Lake Area 22 claims 
Museocho Lake Area 1 claim 
Albanel Area, Temiscamie West 43 claims 


Campbell Shary 


LES EXPLORATION MUSCOCHO LIMITEE 


(Libre de Responsabilite Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


NOTES TO THE FINANCIAL STATEMENTS (Continued) 


DECEMBER 31, 1978 


CAPITAL STOCK ISSUED 


Number Par 
of shares Value Discount Net 
For cash 
Balance, beginning 
of year 3,514,109 $3,514,109 $2,512,785 $1,001,324 
Issued in 1978 000, 000 500,000 300,000 200,000 
Balance, end of year 4,014,109 4,014,109 2,812,785 1,201,324 
For mining claims 
no change in 1978 950,000 950,000 855,000 95,000 
For debenture 205,000 205,000 205,000 


For purchase of assets 246 , 707 246 , 707 192,432 04,279 


5,415,816 $5,415,816 $4,065,217 $1,350,599 


CAPITAL STOCK OPTION 


The company issued a stock option in the year under which 100,000 treasury shares 
may be purchased at 50¢ per share. The option expires September 22, 1981. 


INCOME TAXES 
At December 31, 1978 the company's income tax position is as follows: 


(a) Exploration expenditures - The company is entitled to reduce future taxable 
income by claiming exploration expenditures which have been deferred in the 
accounts. An amount of $750,000 is available to be carried forward for tax 
purposes in future years. 


(b) Earned depletion of $337,000 is available to be carried forward for income tax 


purposes and can be deducted in computing taxable income in the amount of 
25% of the resource income in future years. 


Campbell Sharg 
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